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NOTICE  OF  CONFIDENTIALITY  RIGHTS:  A  NATURAL  PERSON  MAY  REMOVE  OR  STRIKE  ANY  OR  ALL 
OF  THE  FOLLOWING  INFORMATION  BEFORE  IT  IS  FILED  IN  THE  PUBLIC  RECORDS:  YOUR  SOCIAL 
SECURITY  NUMBER  OR  YOUR  DRIVER'S  UCENSE  NUMBER, 

XTO  REV  PROD  88  (7-69)  PAID  UP  {04/17/07)B 

OIL,  GAS  AND  MINERAL  LEASE 

T^S,AGRLE^T^adethi!  —  day°fJune>  2008,  between  Phillip  Lloyd  Cloud,  a  widower,  Lessor  (whether  one  or  more)  whose 

fA,S?S™  nVe'  Watau9a- Texas  76148' and  *T0  Ener9V  'no.,  whose  address  is:  810  Houston  St.,  Fort  Worth,  Texas  76102  Lessee 

WITNESSETH.  ' 

^rJ^t^Z'  .'"^"sideration  of  ten  dollars  and  other  valuable  consideration,  receipt  of  which  is  hereby  acknowledged  and  of  the  covenants  and 
S?^n^h°/,beals^ienre^P!r  confined,  does  hereby  grant,  lease  and  let  unto  Lessee  the  land  covered  be^W\^pSoSSm^mvS 
exclusive  right  ofexplonng,  drilling  mining  and  operating  for,  producing  and  owning  oil,  gas.  sulphur  and  all  other  minerals  (whether  or  not  sSrfo 
Ksalo^  la*  P"»"0«.  establish  andX?' fo*?2Sto"?£SKft2 

orfsaic land 'r^^S^^^^^^^i^^  flanks  power  stations,  telephone  lines,  employee  houses  and  other  structure! 
JiiS       2??  or  useful  in  Lessee  s  operations  in  explonng,  drilling  for,  producing,  £ eating,  storing  and  transportinq  minerals  produced 

0.327  acres,  mora  or  less,  out  of  the  W.  J.  Miller  Survey,  Abstract  No.  1020  and  being  Lot  17.  Block  10  Astor  Heiahts  Third 
frfiSrJtaPftSS'Sta  ft  SSl?™  W^"9"'  Iat™4 Vnt*'  Texas'  ^cording  totKe  plat  recorded  in  Vbh£»  Wti  Page 
tm^^J^^JS^^^AJ^^  being  thole  same  lan,ds  particularly  described  in  a  Special  Warranty  Deld 

SSSSSiJSS^  Count*  Te*as  °<»»™"  d™"*  -fift 

This  is  a  non-development  oil,  gas  and  mineral  lease,  whereby  lessee,  its  successors  or  assigns,  shall  not  conduct  any  operation 
«?d  iS^rJ™  £CT  distu^the  surface  of  the  lands  described  herein.  However,  lessee  shah  have  the  right  to  poSl  or  InS 
SfjJJf  ntis'Z  *WJ» rt.  naerePf' witn  »«wr  lands  to  comprise  an  oil  and/or  gas  development  unit.  It  is  the  intemfon  of  lessor  to  allow 
lessee  to  explore  for  oil  and/or  gas  without  using  the  surface  of  lessors  land  for  any  operations.  This  clause  shall  take  precedence 
over  any  references  to  surface  operations  contained  within  the  preprinted  portion  of  this  lease.  presence 

T£LsJea!f,aiS0  C015rs  aPd  irM^ulde?1 "  addi,,Pn  to  that  above  described,  all  land,  rf  any,  contiguous  or  adjacent  to  or  adjoining  the  land  above 
of^^d-^?li!L9ried  or  c£[med  bM  Lessor  by  limitation,  prescription,  possession,  reversion,  after-acquired  title  or  unrecorded  instrument  or  (b) 
3  P™8™*  nflW  of  acquisition.  Lessor  agrees  to  execute  any  supplemental  instrument  requested  by  Lessee  for  a  more 
£2T^^r,!5Sle  desSnPll?n  of  ^  For  Purpose  of  determining  the  amount  of  any  bonus  or  other  payment  hereunder,  said  land  shall 
h!  2^Tied  10  000(3  -^W- acres'  Aether  actually  containing  more  orless,  and  the  above  recital  of  acreage  in  any  tract  shall  be  deemed  to 
be  the  true  acreage  thereof.  Lessor  accepts  the  bonus  as  lump  sum  consideration  for  this  lease  and  all  rights  and  options  hereunder. 

,  2  Unless  sooner  terminated  or  longer  kept  in  force  under  other  provisions  hereof,  this  lease  shall  remain  in  force  for  a  term  of  3  years 
from  the  date  hereof,  hereinafter  called  "primary  term,"  and  as  long  thereafter  as  operations,  as  hereinafter  defined,  are  conducted  uponsaid  land 
with  no  cessation  for  more  than  ninety  (90)  consecutive  days. 

?'  ££,/0yatt^'  Lessee  covenants  and  agrees;  (a)  To  deliver  to  the  credit  of  Lessor,  In  the  pipe  line  to  which  Lessee  may  connect  its  wells,  the 
equal  25%  part  of  all  oil  produced  and  saved  by  Lessee  from  said  land,  or  from  time  to  time,  at  the  option  of  Lessee,  to  pay  Lessor  the  average 
posted  market  price  of  such  25%  part  of  such  oil  at  the  wells  as  of  the  day  it  is  run  to  the  pipe  line  or  storage  tanks,  Lessor's  interest,  in  either 
case,  '0  bear  25%  of  the  cost  oRreating  oil  to  render  it  marketable  pipe  line  oil;  (b)  To  pay  Lessor  on  gas  and  casinghead  gas  produced  from 
eau  land  (1)  when  sold  by  Lessee  25%  of  the  amount  realized  by  Lessee,  computed  at  the  mouth  of  the  well,  or  (2)  when  used  by  Lessee  off 
said  land  or  in  the  manufacture  of  gasoline  or  other  products,  the  market  value,  at  the  mouthof  the  well,  of  25%  of  such  gas  and  casinghead  gas- 
(c)  To  pay  Lessor  on  all  other  minerals  mined  and  marketed  or  utilized  by  Lessee  from  said  land,  one-tenth  either  in  kind  or  value  at  the  well  or  mine  at 
Lessees  election,  except  that  on  sulphur  mined  and  marketed  the  royalty  shall  be  one  dollar  ($1 .00)  per  long  ton.  If,  at  the  expiration  of  the 
primary  term  or  at  any  time  or  times  thereafter,  there  is  any  well  on  said  land  or  on  lands  with  which  said  land  or  any  portion  thereof  has  been 
pooled,  capable  of  producing  oil  or  gas,  and  all  such  wells  are  shut-in,  this  lease  shall,  nevertheless,  continue  in  force  as  though  operations 
were  being  conducted  on  said  land  for  so  long  as  said  wells  are  shut-in.  and  thereafter  this  lease  may  be  continued  in  force  as  if  no  shut-in  had 
occurred.  Lessee  covenants  and  agrees  to  use  reasonable  diligence  to  produce,  utilize,  or  market  the  minerals  capable  of  being  produced  from 
said  wells  but  in  the  exercise  of  such  diligence.  Lessee  shall  nofbe  obligated  to  install  or  furnish  facilities  other  than  well  facilities  and  ordinary  lease 
facilities  of  flow  lines,  separator,  and  lease  tank,  and  shall  not  be  required  to  settle  labor  trouble  or  to  market  gas  upon  terms  unacceptable  to 
Lessee.  If,  at  any  time  or  times  after  the  expiration  of  the  primary  term,  all  such  wells  are  shut-in  for  a  period  of  ninety  consecutive  days,  and 
dunng  such  time  there  are  no  operations  on  said  land,  then  at  or  before  the  expiration  of  said  ninety  day  period.  Lessee  shall  pay  or  tender  by 
check  or  draft  of  Lessee,  as  royalty,  a  sum  equal  to  one  dollar  ($1 .00)  for  each  acre  of  land  then  covered  hereby.  Lessee  shall  make  like  payments 
or  tenders  at  or  before  the  end  of  each  anniversary  of  the  expiration  of  said  ninety  day  period  if  upon  such  anniversary  this  lease  is  being 
continued  in  force  solely  by  reason  of  the  provisions  of  this  paragraph.  Each  such  payment  or  tender  shall  be  made  to  the  parties  who  at  the  time 
of  payment  would  be  entitled  to  receive  the  royalties  which  would  be  paid  under  this  lease  if  the  wells  were  producing,  and  may  be  deposited  in 
such  bank  as  directed  by  Lessor,  or  its  successors,  which  shall  continue  as  the  depositories,  regardless  of  changes  in  the  ownership  of  shut-in 
royalty.  If  at  any  time  that  Lessee  pays  or  tenders  shut-in  royalty,  two  or  more  parties  are,  or  claim  to  be,  entitledlo  receive  same.  Lessee  may, 
in  lieu  of  any  other  method  of  payment  herein  provided,  pay  or  tender  such  shut-in  royalty,  in  the  manner  above  specified,  either  jointly  to  such 
parties  or  separately  to  each  in  accordance  with  their  respective  ownerships  thereof,  as  Lessee  may  elect  Any  payment  hereunder  may  be  made 
by  check  or  draft  of  Lessee  deposited  in  the  mail  or  delivered  to  the  party  entitled  to  receive  payment  or  to  a  depository  bank  provided  for  above  on 
or  before  the  last  date  for  payment.  Nothing  herein  shall  impair  Lessee's  right  to  release  as  provided  in  paragraph  5  hereof.  In  the  event  of 
assignment  of  this  lease  in  whole  or  in  part,  liability  for  payment  hereunder  shall  rest  exclusively  on  the  then  owner  or  owners  of  this  lease,  severally 
as  to  acreage  owned  by  each. 

4.  Lessee  is  hereby  granted  the  right,  at  its  option,  to  pool  or  unitize  any  land  covered  by  this  lease  with  any  other  land  covered  by  this  lease, 
and/or  with  any  other  land,  tease,  or  leases,  as  to  any  or  all  minerals  or  horizons,  so  as  to  establish  units  containing  not  more  than  80  surface  acres, 
plus  1 0%  acreage  tolerance;  provided,  however,  unKs  may  be  established  as  to  any  one  or  more  horizons,  or  existing  units  may  be  enlarged  as  to 
any  one  or  more  horizons,  so  as  to  contain  not  more  than  640  surface  acres  plus  1 0%  acreage  tolerance,  if  limited  to  one  or  more  of  the  following: 
(1)  gas,  other  than  casinghead  gas,  (2)  liquid  hydrocarbons  (condensate)  which  are  not  liquids  in  the  subsurface  reservoir,  (3)  minerals  produced 
from  wells  classified  as  gas  wells  by  the  conservation  agency  having  jurisdiction.  If  larger  units  than  any  of  those  herein  permitted,  either  at  the 
time  established,  or  after  enlargement,  are  permitted  or  required  under  any  governmental  rule  or  order,  for  the  drilling  or  operation  of  a  well  at  a 
regular  location,  or  for  obtaining  maximum  allowable  from  any  well  to  be  drilled,  drilling,  or  already  drilled,  any  such  unit  may  be  established  or 
enlarged  to  conform  to  the  size  permitted  or  required  by  such  governmental  order  or  rule.  Lessee  shall  exercise  said  option  as  to  each  desired  unit 
by  executing  an  instrument  identifying  such  unit  and  filing  it  for  record  in  the  public  office  in  which  this  lease  is  recorded.  Such  unit  shall  become 
effective  as  of  the  date  provided  for  in  said  instrument  or  instruments  but  if  said  instrument  or  instruments  make  no  such  provision,  then  such  unit 
shall  become  effective  on  the  date  such  instrument  or  instruments  are  so  filed  of  record.  Each  of  said  options  may  be  exercised  by  Lessee  at  any 
time  and  from  time  to  time  while  this  lease  is  in  force,  and  whether  before  or  after  operations  or  production  has  been  established  either  on  said 
land,  or  on  the  portion  of  said  land  included  in  the  unit,  or  on  other  land  unitized  therewith.  A  unit  established  hereunder  shall  be  valid  and  effective 
for  all  purposes  of  this  lease  even  though  there  may  be  mineral,  royalty,  or  leasehold  interests  in  lands  within  the  unit  which  are  not  effectively 
pooled  or  unitized.  Any  operations  conducted  on  any  part  of  such  unitized  land  shall  be  considered,  for  all  purposes,  except  the  payment  of 
royalty,  operations  conducted  upon  said  land  under  this  (ease.  There  shall  be  allocated  to  the  land  covered  by  this  lease  within  each  such  unit  (or 
to  each  separate  tract  within  the  unit  if  this  lease  covers  separate  tracts  within  the  unit)  that  proportion  of  the  total  production  of  unitized 
minerals  from  the  unit,  after  deducting  any  used  in  lease  or  unit  operations,  which  the  number  of  surface  acres  in  such  land  (or  in  each  such 
separate  tract)  covered  by  this  lease  within  the  unit  bears  to  the  total  number  of  surface  acres  in  the  unit,  and  the  production  so  allocated  shall  be 
considered  for  all  purposes,  including  payment  or  delivery  of  royalty,  overriding  royalty  and  any  other  payments  out  of  production,  to  be  the  entire 
production  of  unitized  minerals  from  The  land  to  which  allocatedin  the  same  manner  as  though  produced  therefrom  under  the  terms  of  this  lease. 
The  owner  of  the  reversionary  estate  of  any  term  royalty  or  mineral  estate  agrees  that  the  accrual  of  royalties  pursuant  to  this  paragraph  or  of 
shut-in  royalties  from  a  well  on  the  unit  shall  satisfy  any  limitation  of  term  requiring  production  of  oil  or  gas.  The  formation  of  any  unit  nereunder 
which  includes  land  not  covered  by  this  lease  shall  not  have  the  effect  of  exchanging  or  transferring  any  interest  under  this  lease  (including,  without 
limitation,  any  shut-in  royalty  which  may  become  payable  under  this  lease)  between  parties  owning  interests  in  land  covered  by  this  lease  and 
parties  owning  interests  in  land  not  covered  by  this  lease.  Neither  shall  it  impair  the  right  of  Lessee  to  release  as  provided  in  paragraph  5  hereof, 
except  that  Lessee  may  not  so  release  as  to  lands  within  a  unit  while  there  are  operations  thereon  for  unitized  minerals  unless  alT pooled  leases 
are  released  as  to  lands  within  the  unit.  At  any  time  while  this  lease  is  in  force  Lessee  may  dissolve  any  unit  established  hereunder  by  filing  for 
record  in  the  public  office  where  this  lease  is  recorded  a  declaration  to  that  effect,  if  at  that  time  there  is  no  unitized  minerals  being  produced  from 
such  unit.  Any  unit  formed  may  be  amended,  re-formed,  reduced  or  enlarged  by  Lessee  at  its  election  at  any  time  and  from  time  to  time  after  the 
original,  forming  (hereof  by  filing  an  appropriate  instrument  of  record  in  the  public  office  in  which  the  pooled  acreage  is  located.  Subject  to  the 
provisions  of  this  paragraph  4.  a  unit  once  established  hereunder  shall  remain  in  force  so  long  as  any  lease  subject  thereto  shall  remain  in  force.  If 
this  lease  now  or  hereafter  covers  separate  tracts,  no  pooling  or  unitization  of  royalty  interests  as  between  any  such  separate  tracts  is  intended 
or  shall  be  implied  or  result  merely  from  the  inclusion  of  such  separate  tracts  within  this  lease  but  Lessee  shall  nevertheless  have  the  right  to 


i  OML,iJ»t5^ff?i«ssor  (r?nsid?i5  Lessee  has  not  complied  with  all  its  obligations  hereunder,  both  express  and  implied  Lessor  shal  notify 
Jrf  l^SStf^JFt  SP60?03^ ,ri  ^  respects  Lessee  has  breached  this  contract  Less^^f^^^sWm^^J^KS 
ZB&^A'P  whldL10  me?lor  commence  to  meet  all  or  any  part  of  the  breaches  alleged  by  Lessor  The servfce  ofsa^noSsfSfS 
rfsS9^  SiSl&E*  lease  for  aXy^use,  and  no  such  BSdSl  bS fbSugfS IntiP^la^SfS^)!^ 
^^t^^^y4^0"  L?!see-  Neither  the  service  of  said  notice  nor  the  ddng  of  any  acts  by  Lessee  aimed  to  meet all  or anv oftfE 
JL1^^!0^  shaB  deemed  5[?  admission  or  presumption  that  Lessee  has  failecl  to  perform  all  ite  obtaSoro  nmunder  I ^is  feaseil 
^f^^use' rt  ^  nev«?el®ss  in  force  and  effect  as  to  (1)  sufficient  acreage  arourS  eachwSasto  whichttwre  aVeoUratonl 
tobeT^rJ^ 

xo  De  aesignated  by  Lessee  as  nearly  as  practicable  in  the  form  of  a  square  centered  at  the  well  or  in  such  shaoe  as  then  pxi <tinn  snanVtn  mfic 
require;  and  (2)  any  part  of  said  land  included  in  a  pooled  unit  on  whichfoere  are  opwafl^Lera  ^ 

SSS^SSS^SSSS^SiS^  aaeage  80  retained  and  8,1311  not  *  «MS3to  move^Svea^ 

iniaJS;  tSSlJE^Sr7  m^P3!?8  ar#  a9rees.  to  defend  to  said  land  against  the  claims  of  all  persons  whomsoever.  Lessor's  riqhts  and 
ySSSiiSff^!^  mortgages,  taxes  or  other  liens,  or  interest  and  other  chargeTon  saidtend?  fS  Lessor 

^SSrfthi  ifiSiKSifif  JSM  any  ^ 10  Payj°Lre3uce  ^me  for  Lessor,  either  before  or  after  maturity,  and  be  subrogated Nothe 
nghte  of  the  holder  thereof  and  to  deduct  amounts  so  paid  from  roya  ties  or  other  payments  payable  or  which  mav  become  oavaMe  tol Lessor 

entire  and  undivided  fee  simple  estate  (whether  Lessor's  interest  is  hereto  specified  or  not),  or  no  interest  therein  thenthe rovaWes  and  other 
ffifKfeW  as  $?s  leas?  <™^>ss  than  sutflfoilinterest^ 

T  h  ifese'^2ars-to  J1]?  wbote,^nd  undivided  fee  simple  estate  therein.  All  royalty  interest  covered  by  this  lease  (whether 

™»  ,6aSe  Sha"  te  b*POn  ^       ^  executes  iw^hout 

^f^0I^^uer^  determined  to  be  invalid)  or  2  any  other  cause,  whether  similar  or  dissim  lar,  (except  financial^ I  be^Tnd  the 

SHSJSSSta^ilif8?6?'  *%pJHPaV term  hereoL fi?-al  66  extended  ^  **  anniversary  date  hereof  occurKng  ninety  (90)  or  more 
days  following  the  removal  of  such  delaying  cause,  and  this  lease  may  be  extended  thereafter  by  operations  as  if  such  delay  had  not  occurred, 

12.  Lessor  agrees  that  this  lease  covers  and  indudes  any  and  all  of  Lessor's  rights  in  ai^ 
tend,  other  than  existing  water  welte,  and  for  all  purposes  of  this  lease  the  re-entry  and  use  by  Lessee  of  any  existing  well  and/or  wellbore  shall  be 
deemed  the  same  as  the  drilling  of  a  new  well. 

,  .  13.  Notwithstanding  anything  to  the  contrary  contained  in  this  lease,  at  the  option  of  Lessee,  which  may  be  exercised  by  Lessee 
giving  notice  to  Lessor,  a  well  which  has  been  drilled  and  Lessee  intends  to  frac  shall  be  deemed  a  well  capable  of  producing  in  payinq 
quantities  and  the  date  such  well  is  shut-in  shall  be  when  the  drilling  operations  are  completed. 

14.  As  a  result  of  land  development  in  the  vicinity  of  said  land,  governmental  rules  or  ordinances  regarding  well  sites,  and/or  surface 
restnctions  as  may  be  set  forth  in  this  lease  and/or  other  leases  in  the  vicinity,  surface  locations  for  well  sites  in  the  vicinity  may  be  limited 
and  Lessee  may  encounter  difficulty  secunng  surface  location(s)  for  drilling,  reworking  or  other  operations.  Therefore,  since  drilling 
reworking  or  other  operations  are  either  restncted  or  not  allowed  on  said  land  or  otheneases  in  the  vicinity,  it  is  agreea  that  any  such 
operations  conducted  at  a  surface  location  off  of  said  land  or  off  of  lands  with  which  said  land  are  pooled  in  accordance  with  this  lease 
provided  that  such  operations  are  associated  with  a  directional  well  for  the  purpose  of  drilling,  reworking,  producing  or  other  operations 
under  said  land  or  lands  pooled  therewith,  shall  for  purposes  of  this  lease  be  deemed  operations  conducted  on  said  land.  Nothing 
contained  in  this  paragraph  is  intended  to  modify  any  surface  restrictions  or  pooling  provisions  or  restrictions  contained  in  this  lease 
except  as  expressly  stated. 

1 5.  The  consideration  paid  for  this  lease  shall  also  constitute  consideration  for  an  option  to  the  Lessee,  its  successors  and  assigns, 
to  extend  the  initial  three  (3)  year  primary  term  for  a  second  two  (2)  year  term.  This  option  may  be  exercised  anytime  during  the  initial 
primary  term  by  delivery  of  payment  of  an  additional  bonus  of  $10.000.00  per  net  mineral  acre.  The  bonus  payment  shall  constitute 
notice  to  Lessor  of  exercise  of  the  option.  In  the  event  Lessee  elects  to  exercise  this  option  and  makes  the  bonus  payment  provided  for 
above,  then  all  terms  of  this  lease  snail  remain  in  full  force  and  effect  as  if  the  original  primary  term  was  five  (5)  years. 


iment  is  executed  on  the  date  first  above  written. 


LESSOR:  Phillip  Uoyd  Cloud 

STATE  OF  Tfe)(aS>  } 

-r-  i     }  ss.  (ACKNOWLEDGMENT  FOR  INDIVIDUAL) 

COUNTY  OF    AACTPfjA'  } 

This  instrument  was  acknowledged  before  me  on  the  t-UV^  day  of    ^UTV£.  ,  2008  by 

 Phillip  Llovd  Cloud,  a  widower  . 


Seal 


MELANtE  I.  LONG 
NOTARY  PUBLIC 
STATE  OF  TEXAS 
MY  COMM.  EXP.  (KKMHtt 


Signature    "iffj  JtiJf  J  J.  ^/ffrPtl 
Notary  Public  O 

Printed  FTfe-Vinte  X 


